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SACRAMENTO UPDATE

State Budget Update

On Monday, March 24, 2008, the Legislature returned from its spring recess and budget
committees quickly resumed their work. Hearings are scheduled over the next two
weeks to address health and human services, public safety, mandates, and the State-
local fiscal relationship, among other issues.

In addition to these legislative activities, Governor Schwarzenegger began a Statewide
tour to meet with local officials to seek support for a Constitutional Amendment to
reform the State Budget process. According to the Governor, the proposed Budget

Stabilization Act (BSA) will help address the State's ongoing fiscal problems by limiting
spending and granting the Governor authority to make mid-year reductions to reduce
the likelihood of future State Budget deficits. While the Governor declared his intent to
introduce the BSA proposal in his January State of the State address, there is no
language in print.

Two key elements of the BSA outlined by the Governor would:

1) Limit spending to the State's 10-year average revenue growth. Revenues in
excess of the average would be set aside in a "rainy day fund," and could only be
used to help balance the State's Budget when revenue growth falls below the
long-term average; and
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2) Grant authority to the Governor to call for automatic budget curtailments if the
Department of Finance projects a year-end deficit. If the deficit is projected at
one percent or less, State agencies would cut spending by two percent; and if the
deficit is greater than one percent, State agencies would cut spending by five
percent.

The measure would require the Legislature to enact contingency laws for entitlement
programs in which spending is driven by requirements in existing law, such as Medi-Cal
and the California Work Opportunity and Responsibility to Kids programs. These

contingency laws would specify how reductions would be implemented to achieve two
percent or five percent reductions. For any programs for which the Legislature failed to
enact contingency laws but was required to do so, the Governor would be given the
authority to waive any State law in order to achieve the reduction target.

Based on the general characterizations of the proposal, the Legislative Analyst's Office
(LAO), as part of its analysis of the FY 2008-09 Governor's Proposed Budget
recommended that the Legislature reject the proposed amendment. The. LAO
concluded that the proposed ten-year average formula would be too inflexible on a year-
to-year basis. Without the ability to adjust to unexpected circumstances, the Legislature
would be unnecessarily restricted in the tools available to balance the State budget.
The proposed changes also represent a serious reduction of the Legislature's authority.
Under the State Constitution, only the Legislature can appropriate funds and make mid-
year reductions to those appropriations. Under the Administration's proposal, however,

the Governor would have the authority to determine when across-the-board reductions
would occur. Moreover, if the Legislature did not pass the contingency laws envisioned
by the measure, the Governor would have the authority to waive State laws affecting its
core programs.

Pursuit of County Position on LeQislation

SB 375 (Steinberg), as amended on March 24, 2008, makes numerous changes with
respect to regional transportation and land use planning with the overall goal of
reducing transportation sector greenhouse gas emissions in California. Key provisions
require the larger regional transportation planning agencies, such as the Southern
California Association of Governments (SCAG), to limit greenhouse gas emissions by
developing more sophisticated transportation planning as part of their regional plans for
creating a "sustainable communities strategy" (SCS). This includes compliance with the
Federal Clean Air Act, an inventory of various greenhouse gases, and processes to
reduce emission level standards established by the California Air Resources Board
(CARB). The bill provides incentives for local governments to incorporate the SCS into
the transportation element of their general land use plans, and allows for certain
projects to be exempted from the California Environmental Qualiy Act (CEQA) review,
provided the project meets specific eligibility requirements.
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Specifically, SB 375 would require the California Transportation Commission (CTC), in
consultation with CARB, to adopt guidelines by July 1, 2009, for travel demand models
used in the development of an SCS by metropolitan planning organizations, county
transportation agencies, or commissions in areas that have been designated as non-
attainment areas under the Federal Clean Air Act. These guidelines must account for
the relationship between land use density and household automobile usage, the impact
of enhanced transit service levels on vehicle usage, and the amount of new travel and
land development resulting from highway or passenger rail expansion. They also wil
require that the regional transportation plan include measures of equity and
accessibilty, including, but not limited to, the percentage of the population served by
frequent and reliable public transit.

In addition, SB 375 would: 1) require CARB, in consultation with the affected
transportation agencies, to set regional greenhouse gas emission reduction targets by
January 1, 2010, identify reduction measures related to automobile and light truck
activities for 2020 and 2035, and to update those targets until 2050; 2) authorize the
legislative body of a local jurisdiction to adopt traffic mitigation measures for future
residential projects that meet specified criteria and to exempt these residential projects
seeking land use approval from compliance with additional measures for traffic impact;
and 3) require all regional transportation agencies to include an SCS in their regional
transportation plans.

Furthermore, SB 375 would: 1) require the SCS exclude from development a variety of
lands, including publicly owned parks, open space, habitat protection areas, farmland
and floodplains; 2) require that beginning in 2009, most funded transportation projects
be consistent with the regional transportation plans and include a description of the
relationship of each project contained in the regional transportation improvement plan;
and 3) authorize certain projects within an eligible local jurisdiction to be exempted from
specified CEQA requirements. In order to receive an exemption, the local jurisdiction
must have amended its general plan so that the land use, circulation, housing, and open
space elements are consistent with the region's SCS. In any case where the SCS
cannot achieve targeted reductions in greenhouse gas emissions, the regional plan
must include a supplement containing alternative measures, either through additional
transportation measures or alternative development patterns, that would help achieve
its targets.

Impact on County Departments

Department of Reqional Planninq: The Department of Regional Planning (DRP)

indicates that the SCS would not supersede local land use authority, General Plans, or
Housing Elements. Amending a General Plan so that the Land Use, Housing, and
Open Space Elements are substantially consistent with the SCS would actually result in
exemptions from CEQA analysis for projects that meet already established County
goals, including: promoting development outside of natural resource and hazard areas;
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infill and mixed-use development; projects that comply with green building standards;
and projects located within one-fourth mile of a transit stop.

DRP also indicates that instead of requiring that each project undergo a separate EIR
analysis on traffic mitigation measures, the project may incorporate the SCS
environmental analysis and implementation tools that would benefit both the project and
the County. This provides for streamlining environmental review for both the project
and the Department. If the project meets all other criteria, it would be processed in a
timelier manner to provide much-needed services for the County, such as housing.

In addition, DRP indicates that the proposed SCS is not that much different from what
SCAG is currently undertaking with its Compass Blueprint Program's Two Percent
Strategy. It is a guideline for how and where SCAG can implement its growth vision for
Southern California, which calls for modest changes to current land use and
transportation trends on only two percent of the land area of the region - the Two
Percent Strategy Opportunity Areas. Either current or proposed programs would

identify preferred growth scenarios and protected significant resource areas, including
farmland, and would also identify sufficient areas to accommodate the expected
population, housing, and employment growth outlined in the Regional Transportation
Plan.

Furthermore, DRP states that both the Housing Element and the General Plan Update
are already implementing goals and policies that directly align with the intent of SB 375
to reduce greenhouse gases, and amendments to either document will most likely be
minimaL. Therefore, both the Housing Element and the General Plan Update programs
will benefit from the provisions of SB 375. Also, complying with SCAG's SCS and
gaining CEQA exemptions for applicable projects could provide much needed
incentives for development activities and infil projects in the unincorporated

communities of the County.

Department of Public Works and Community Development Commission: The
Department of Public Works (DPW) has reviewed SB 375 and indicates the bil does not
directly affect the Department as it relates primarily to land use decision-making

authority for which Regional Planning is the lead department. DPW has no position on
the bil. The Community Development Commission (CDC) states that the bil does not
have any direct impact on the Department except to the extent that the bil's land use
incentives might provide for additional affordable housing development. CDC has no
position on the bil.

DRP and this office support SB 375. Support is consistent with the County's support of
AB 32 (Pavley and Nuñez), the California Global Warming Solutions Act of 2006, which
requires that production of greenhouse gases in California be reduced to 1990 levels by
the year 2020, and support of AB 1058 (Pavley) of 2002 which would have required the
CARB to develop regulations to achieve the maximum feasible and cost-effective
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reduction in greenhouse gas emissions from motor vehicles whose primary use is non-
commercial personal transportation.

Support for SB 375 also is consistent with several provisions of the County's Adopted
General Plan related to air quality and your Board's directive of October 23, 2007 to
include the County in the "Cool Counties Initiative", which commits the County to a
number of activities related to reducing greenhouse gas emissions. Therefore, our
Sacramento advocates wil support SB 375.

SB 375 is sponsored by the Natural Resources Defense Council and the California
League of Conservation Voters. CSAC, originally listed in opposition to an earlier
version of the bil, adopted a support if amended position on the latest version of the bil
at the March 20, 2008 Executive Board meeting. CSAC issued a memorandum to the
author's office on March 25, 2008 outlining amendments that CSAC is requesting to
assist in accomplishing the goals of AB 32. In general, these amendments address
rural counties, technical subject areas, and participation of regional planning,
transportation, and air pollution agencies. Support and opposition to the March 24,
2008 version of SB 375 is currently unknown. SB 375 is currently in the Assembly
Appropriations Committee awaiting a hearing date.

SB 1176 (Perata), as introduced on February 8, 2008, would increase the reporting
requirements of the State Water Resources Control Board (WRCB), change
membership prerequisites and pay for regional water control board members, and grant
WRCB the ability to withdraw the programmatic authority of regional water boards that
consistently fail to exercise adequate control over activities required to be regulatedunder applicable law. eo
Existing law establishes nine regional water quality boards with nine members each.
Individual members are required to have a background in either: 1) water supply,
conservation, and production; 2) irrigated agriculture; or 3) industrial water use; or
represent 4) municipal government; 5) county government; or 6) a non-governmental

recreation, fish, or wildlife organization. The seventh through ninth members must not
be associated with the former categories; two of these three individuals must have
special competence in water quality problems.

Specifically, SB 1176 would: 1) reduce the membership of regional water quality control
boards from nine to seven at-large Governor-appointed members and eliminate

members representing county and municipal government; 2) exclude from regional
board membership persons who have received a significant portion of their income
directly or indirectly from any person subject to waste discharge requirements, or
applications for waste discharge requirements during the previous two years;
3) increase the compensation for regional board members from $100 to $500 per day
unless the member receives compensation from other sources for performing board
related duties; and 4) increase the cap on the yearly compensation for regional board
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members from $13,500 to $30,000 and allow for increases in the cap based on the
percentage pay increase provided to State employees.

In addition, SB 1176 would require: 1) the WRCB to include on its website a compilation
of the number of violations of waste discharge requirements and stormwater

enforcement violations in the previous calendar year, and a record of the formal and
informal compliance and enforcement actions taken for each violation; 2) the WRCB to
include an analysis of the effectiveness of current enforcement policies, including
mandatory minimum penalties; 3) regional water boards to submit workplans along with
their annual budgets and an assessment of progress in terms of the prior year's
workplans; 4) the WRCB to prepare and distribute a model workplan for use by the
regional boards to be included on its website; and 5) regional boards to ensure that their
water quality control plan includes time schedules for actions necessary to achieve
water quality objectives.

Furthermore, SB 1176 would allow the WRCB to order the commencement of
proceedings for the withdrawal of the programmatic authority of regional water boards
on its own initiative or in response to a petition from an interested person alleging the
substantial and continuing failure of a regional board to comply with the Federal Clean
Water Act. These circumstances include, but are not limited to substantial and
continuing failure to: 1) issue permits, waste discharge requirements, or waivers of
waste discharge requirements; 2) issue permits, waste discharge requirements, or
waivers of waste discharge requirements in compliance with applicable State or Federal
law; 3) conduct adequate oversight over discharges subject to memoranda of
agreement or understanding with other agencies; 4) comply with the public participation
requirements of applicable State or Federal law; 5) meet the discharger identification,
inspection, penalty enforcement, and other requirements of the regional board's

enforcement programs; and 6) develop an adequate regulatory program for developing
water quality-based effuent limits in National Pollution Discharge Elimination System
permits.

The Department of Public Works (DPW) indicates that SB 1176 would reduce the
membership of regional water quality control boards from nine to seven persons and
restructure the composition of those boards, eliminating the members representing
county and municipal government. It would also eliminate the requirement for the
regional board composition to contain specified areas of expertise.

DPW states that the new requirements are very broad which makes it possible to select
members representing a particular view to the exclusion of others, particularly the
provision which excludes anyone who is directly or indirectly paid by someone subject
to regional board regulation.

In addition, DPW indicates that, pursuant to existing law, regional boards have the
ability to consider the value of water quality benefits when setting water quality
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standards. DPW does not object to the boards having this responsibility. However,
DPW believes that the bill should take into consideration other important factors, such
as being able to maintain and operate public infrastructure such as flood protection
facilities, water conservation/supply facilities, sewage treatment facilities, roads, and
bridges as well as protecting public health and safety during and after disasters.

DPW and this office recommend the County oppose SB 1176 unless amended to:
1) retain the current number and professional specializations represented on the
regional boards, including county representation; 2) exempt county and municipal
officials and retirees from the provision which prohibits anyone from serving on the
board that has received a significant portion of their income directly or indirectly from
any person subject to waste discharge requirements; and 3) include among the factors
to consider in setting water quality standards: protection of public health and safety

during and after disasters; post-disaster recovery and restoration; and the need to
maintain and operate publicly-owned infrastructure, including, but not limit to flood
protection facilties, water conservation and supply facilties, sewer and water treatment
facilties, roads, and bridges.

Opposition to SB 1176 is consistent with County opposition to SB 1001 (Perata) of
2007, which would have reduced the membership of regional water quality control
boards and eliminated the members representing county and municipal government.
Therefore, our Sacramento advocates wil oppose SB 1176 unless amended as
indicated above.

Support and opposition to SB 1176 is currently unknown. This measure is set for a
hearing on April 7, 2008 in the Senate Environmental Qualiy Committee.

Status of County-Sponsored Leaislation

County-sponsored AB 1903 (Hernandez), which would reinstate limited liabilty
immunity for use of County flood control channels to recharge underground water

tables, was approved by the Assembly Judiciary Committee on its Consent File on
Tuesday, March 25, 2008. Prior to approval, the measure was amended to include an
urgency clause, making it effective immediately upon signing by the Governor.

Because of a dual policy committee referral, AB 1903 now moves to the Assembly Local
Government Committee, where it is awaiting a hearing date.

Status of County Advocacy LeQislation

County-supported AB 1491 (Jones), which would extend the deadline for the transfer
of court facilities from the County to the state, was approved by the Senate on Monday,
March 24, 2008 by a vote of 34 to O. AB 1491 now returns to the Assembly for a vote
on concurrence in Senate amendments. Prior to the vote on concurrence, the measure
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is expected to be referred to the Assembly Judiciary Committee for a review of the
Senate amendments.

County-supported SB 1341 (Padila), which would permit CalWORKs recipients to
retain savings and interest earned on savings in a special account to secure permanent
rental housing or to make a rental payment to overcome an episode of homelessness,
passed the Senate Human Services Committee on March 25, 2008 by a vote of 3 to 2,
and now proceeds to the Senate Appropriations Committee.

LeQislation of County Interest

SB 867 (Cedilo), which would have authorized licensed family child care providers and
license-exempt child care providers to select an organization to negotiate the terms of
wages and benefits with the California Department of Social Services, was vetoed by
the Governor on March 20, 2008. In his veto message, the Governor stated that,
"Given California's significant budget challenge, I cannot consider bils that would add
significant fiscal pressures to the State's structural budget deficit. For this reason, I am
returning SB 867 without my signature." This is the third time the Governor has vetoed
such legislation.

Master Bil List

A roster containing the status of all bils with a County advocacy position is attached.

We wil continue to keep you advised.

WTF:GK:MAL
DD:IGR:hg

Attachment

c: All Department Heads
Legislative Strategist
Local 721

Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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